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On Sep. 1, the consortium that won the rights to purchase Uruguay's former state airline PLUNA
(Primeras Lineas Uruguayas de Navegacion Aerea) made its initial down payment for the company,
ending uncertainty over the consortium's financial stability. The new owners are scheduled to
take over PLUNA operations in early October, after the Finance Ministry finishes reviewing the
final paperwork submitted by the buyers. In June, President Luis Lacalle's administration awarded
PLUNA to a consortium made up of Brazilian, Argentine, and Uruguayan investors, dubbed
Pluriconsorcio de Aeronavegacion. The consortium is headed by the Brazilian airline VARIG (Viacao
Aerea Rio Grandense). The group also includes the Argentine-Uruguayan maritime company Los
Cipreses, the Argentine telecommunications firm Tevycom Fapecoc, and prominent Uruguayan
investor Robert Cobelli.
Under terms of the June contract, Pluriconsorcio agreed to pay US$2 million for the airline by
Aug. 15. It also agreed to absorb the company's US$19.2 million in outstanding debt, a portion of
which had to be paid off immediately. All told, the buyers were obligated to pay US$4.5 million
upfront before the government would hand over the legal rights to PLUNA. But on the Aug. 15
deadline, Pluriconsorcio only paid US$500,000, one-fifth the amount due, raising concern over the
consortium's financial stability and its potential to run the airline profitably once it takes over. As
a result, the government extended the deadline for payment to Aug. 30, but warned that it could
reopen the airlines to another public auction if Pluriconsorcio did not pay off its remaining debt by
the new deadline.
On Sept. 1, however, the new owners paid off the remaining US$4 million in down payments,
virtually guaranteeing that Pluriconsorcio will take over PLUNA in October. For the moment, the
Finance Ministry's General Inspection Office is carefully analyzing the legal documents submitted
by Pluriconsorcio, which is a prerequisite for the new owners to receive operating rights. Once
the consortium obtains final approval, it will control 51% of company stock, with the government
retaining a minority stake of 49%. The government will also likely sell off 8% of its shares to
company employees, which is permitted under terms of the airline sale. Although concern over
the new owners' financial stability has largely dissipated, it is still unclear what led to the delay in
Pluriconsorcio's down payments.
According to some official sources, disagreements over individual financial commitments among
the consortium's four partners may have caused the problems. Nevertheless, unofficial sources say
that Pluriconsorcio may have had eleventh-hour concerns over the total company debt that the new
owners must absorb. According to a report by Inter Press Service, although the original purchasing
contract calls for Pluriconsorcio to assume direct responsibility for US$19.2 million in outstanding
debt, there may be unforeseen liabilities that could substantially increase the total amount it pays
for the airline. Meanwhile, with the PLUNA deal complete, the government is now preparing to
partially privatize some state services. PLUNA was the first Uruguayan state firm sold off under
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President Lacalle's administration, after a national plebiscite in December 1992 effectively blocked
the government's plans to rapidly sell off most state companies. In the plebiscite, Uruguayan voters
demanded that the government's privatization law approved by the Lacalle administration in
September 1991 be overhauled to prohibit all state monopolies from being sold, and to force the
executive to seek legislative approval for the sale of all non-monopoly businesses.
Under the Lacalle administration's new plans, the government will immediately transfer most of
the services now provided by six state hospitals to the private sector. The Lacalle administration
has also launched a complete review of all remaining state services that could potentially be run by
the private sector without actually privatizing government businesses. Finally, the government is
preparing a broad plan to cut state bureaucracy and "modernize" the public sector, which officials
admit will translate into large-scale layoffs of civil servants. In fact, in August the Inter-American
Development Bank (IDB) approved a US$3.6 million loan to finance the state modernization
program, which will include funds to retrain 1,500 former public employees to prepare them for jobs
in the private sector.
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